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Introduction
Togo is a maritime country whose 56 600 km 2 form of a corridor between the Republic of Benin to the east and the Republic of Ghana to the west, stretching over a length of nearly 700 km, with the Atlantic Ocean to the south and Burkina Faso to the north. Its population was estimated at 5 500 000 inhabitants in 2005. With an average GDP per capita of about 310 US dollars in 2004, Togo is among the least developed countries.
Real GDP growth in Togo was 4.1 percent over 2000-2004. Among the three sectors which are the basis of GDP, the primary and tertiary sectors are the two sectors which dominate, together accounting for nearly 80 percent of GDP. The primary sector accounts for more than 40 percent of gross domestic product. This sector is dominated by food production, which is more than 60 percent of agricultural GDP. Production of cash crops adds another 12 percent with cotton, coffee and cacao. The structure of Togolese agricultural production is highly atomized, operating on a small scale, with weak productivity and archaic productions methods. The secondary sector, which accounts for 21.7 percent of GDP, is dominated by extractive industries (phosphate and clinker) and agroindustrial sectors, Aside from the energy sectors and public works, other important sectors of activity are textile manufacturing, cement and chemical products, and wood processing. There is potential for a number of minable resources in Togo (iron, chromite, manganese, phosphate, limestone, etc.), but only phosphate and limestone are currently exploited. The tertiary sector, for its part, is an important part of GDP (about 44 percent), notably due to traditional importance of the Port of Lome as a transit point connected to a road network which extends to landlocked countries such as Niger, Burkina Faso and Mali.
Despite implementation of various economic policies and reforms, including the five year plans starting in 1966 and the structural adjustment programs in the beginning of the 1980s, the Togolese economy has been in highly precarious situation for the last 20 years. Very poor economic performance over this period has resulted in worsening poverty. A first estimation of monetary poverty in Togo was carried out by the World Bank in 1998 using data from the Budget-Consumption survey from 1989 onwards.
According to this study, poverty affected about 35.3 percent of the population in 1998 as 3 opposed to 32.3% in 1989 32.3% in (UNDP, 2004 . Poverty mostly occurs in rural areas, particularly in the north of the country. For example, 57 percent and 69 percent of those residing in the Kara and Savanes regions live in poverty. A more recent study showed that the poverty rate has increased (Ministry of Economy and Finance, 2007) . Indeed, the 2006 household survey shows that the 47.3 percent of households are poor, with about a quarter of this group living in extreme poverty. Poverty has remained mostly rural, where the incidence is 60.8 percent as opposed to 24.2 percent in urban areas.
Poverty is especially prevalent in five regions. The poor are concentrated in the Savanes region (81.2 percent of households are poor), the Kara region (62.7 percent), the Maritime region (53.9 percent) and the Plateaus region (43.2 percent). When looking at households' sector of economic activity, we see that the incidence of poverty is greatest among households headed by someone who primarily works in agriculture, livestock or fishing (79.1 percent). These groups account for 68.9 percent of the poor.
Analysis of the labour market highlights the disequilibrium on the labour market. This is characterized by a decline in the employment absorption capacity due to decelerating economic growth along with an increase in the annual growth rate of the active population. Overall, the unemployment rate is approximately 6.8 percent, but this rate is much higher among youth aged 15 to 25, at 10.6 percent. Both the overall and youth unemployment rates are much higher in urban areas, which respectively sit at 14.3 and 21.4 percent. The equivalent figures in rural areas are just 2.4 percent and 5.4 percent for youths.
The situation described above and recent changes in the economy clearly show that poverty is a very important issue in Togo. It is in this context that the government has decided to rethink its development strategy with a focus on a comprehensive approach to poverty reduction. While this approach originates from previous development experience, it also occurs in an international context marked by increasing awareness of the disturbing progression of poverty and a global coalition to stop it. In order to realize this dream, the government intends to base its plan on four strategic pillars, as indicated in its PRSP-C: (i) strengthening governance; (ii) consolidation of strong and sustainable growth; (iii) development of human capital; and (iv) reduction of regional imbalances and promotion of basic development.
Indeed, the numerous economic and social development policies carried out in the context of the fight against poverty have shown their limits in the face of the complexity of poverty, which exists in both multidimensional and monetary forms. 1 The causes of poverty being multifaceted and diverse, it is now recognized that various interactions between economic and social dimensions need to be considered in order to effectively combat poverty. Hence the need to improve descriptions and analyses of relationships and interactions which may either amplify or limit the effects of anti-poverty economic policies enacted by the state. In the present context of implementing strategies to reduce poverty, it already appears necessary to simulate the effects of foreseeable economic policies given the government's commitments (the PRSP case) and favourable evolution of primary agricultural prices.
Specifically, what are the possible effects of new economic policies in agriculture on household income? What are the potential effects of increasing cash crop prices on the distribution of household income in Togo?
While a handful of studies have dealt with the issue of poverty in Togo using both monetary approaches (World Bank, 1996 and UNDP, 2000) and non monetary approaches (LawsonBody et al, 2007) , no existing studies assess the effects of economic policies on household poverty or redistribution of household income using a general equilibrium approach. The goal of the present study is to simulate different economic policies for Togo in order to measure their potential effects on poverty, both in general and with a special focus on the distributive effect on household income.
The general goal of this study is to measure the effects that sectoral economic policies taken by the state in the context of the PRSP may have on the income of the poor in Togo. Specifically, this amounts to:
1 One of the latest economic measures was the establishment of an export processing zone. While this measure did create jobs, a general equilibrium analysis shows that its impact on value added, employment and household income is fairly insignificant. In other words, it is unlikely to result in a significant reduction in poverty.
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-Identification of sectoral policy measures targeted by the state in the context of the PRSP to reduce poverty in Togo;
-Evaluation of the effects of these policies on the distribution on household income.
The Togolese economy: performance and perspectives
The Togolese economy has traditionally depended on the primary sector and services.
Agricultural production depends heavily on climatic conditions and is dominated by small scale farms. Togo has a liberal economy with phosphate, cement, cacao and cotton as the bases of exports. Over the last two decades, cash crops (cotton, coffee and cacao), mining (particularly phosphates until 1996) and food production were the most important engines of economic growth. Togolese agriculture is essentially low productivity food cultivation; the level of food production has not changed much and cash crop producers have faced unpredictable world markets. Cotton is cultivated in rotation with food crops in all the regions of Togo. Two factors in particular lead to highly variable production:
rainfall and phytosanitary conditions. Income from cotton fibre exports depends on fluctuations in world prices (expressed in US dollars), as well as the evolution of the euro relative to the US dollar, the CFA franc being pegged to the euro (1 euro = 655.957 CFA 
The poverty reduction strategy in Togo: a summary
Based on the elements of the situation present above and recent economic changes, it is clear that the situation with respect to poverty in Togo is alarming and requires urgent and strong measures to be carried out within a coherent strategic framework. The present strategy therefore has the goal of taking measures to halt progression of the phenomenon. It will be updated on the basis of incoming survey results which will be organized to provide a more clear understanding of poverty.
Much like the interim strategy, the overall poverty reduction strategy that the government plans to enact with the participation of all development actors and beneficiary populations has the ultimate objective of achieving an effective and sustainable improvement in the living conditions of the population by attacking the primary causes of poverty.
To realize this ambition the government intends to focus its action on four strategic pillars: (i) strengthening governance; (ii) consolidation of the bases of strong and sustainable growth; (iii) development of human capital; and (iv) reduction of regional imbalances and promotion of basic development. At the level of these strategic pillars, the government plans to transversally integrate concerns relating to the environment, HIV/AIDS, gender and human rights in order to produce a complete development strategy with an integrated framework for all national development actions.
As for the second pillar, the government has expressed its desire to go beyond a simple economic recovery over the next three years by creating new bases for strong, sustainable and sustained growth. To achieve this, new priority domains are anticipated to channel the interventions to promote growth. They include: (i) strengthening structural reforms; (ii) improving the business climate; (iii) promotion of sources of growth; (iv) development of infrastructure to support growth; (v) strengthening of regional integration; (vi) effective management of natural resources, the environment and living environment; (vii) redistribution of the fruits of growth; (viii) job creation; and (ix) promotion of research.
More specifically, the government intends to promote growth by increasing investments which increase economic activity in the primary, secondary and tertiary sectors. These investments should aim to improve productivity in the sectors and strengthen their competitivity. They should also help diversify the economy so as to reduce its vulnerability to exogenous shocks. The government sees all sectors as benefitting from these investments, but will particularly focus on sectors and industries which have the greatest promise for growth due to their direct growth potential and their positive feedback effects on the rest of the economy. The government is convinced that accelerating growth starts with recovery in sectors which have traditionally made large contributions to growth in developing countries. It is along these lines that it plans to mobilize the resources available to the Togolese economy to lay the foundations of stronger growth and significantly reduce poverty. To this end, the government has set the following strategic objectives: (i) increase agricultural productivity; (ii)) increase industrial productivity; and (iii) improve the competitiveness of the tertiary sector. The origin of the first CGE models can be traced back to the foundational works of Johansen (1960), Harberger (1962) and Scarf (1973) . These models, which are generally used for developed countries, evolved from neoclassical general equilibrium theory and may thus be considered as Walrasian CGE models. They accept the assumptions of full employment of production factors and therefore deal with the distributive effects of exogenous shocks on the optimal allocation of resources and household welfare. The first CGE applied to a developing country was constructed for South Korea by Adelman and Robinson (1978) . This model differs from CGE models used for developed countries. In effect, the neoclassical assumptions used up to that point in time dealt poorly with market imperfections and the underemployment of production factors observed in developing countries. As Sand-Zantman (1995) emphasized, these structural characteristics had to be integrated into the model in order to establish a link between nominal and real variables in non neoclassical economies.
The methodological approach
This new type of models would therefore come to be considered as neoclassical structuralist models because they maintain the neoclassical allocation of resources based on methodological individualism while allowing for the existence of rigidities.
According to a literature review by Boccanfuso et al (2003) , many studies have used CGE models to analyze questions pertaining to the distribution of income and poverty.
These works can be grouped by methodological approach. Three groups have been identified to date. The first approach is called the representative household approach, where each group of households is considered as homogenous and it is possible to examine how each type of household is affected by a given shock (Adelman and Robinson, 1979; Devis, de Melo and Robinson, 1982; Gunning, 1983) . This presumes that there is no intragroup income variance. This assumption is one of the limits of this approach because there is evidence that households in each category can be affected quite differently by shocks depending on their factor endowment, demographic characteristics and their consumption models. Hence the existence of the second approach, which consists of constructing or positing an income distribution function for each group, using a household income and expenditure survey to estimate the average and variance (Thorbecke, 1991; de Janvry, Sadoulet and Fargeix 1991; Bourguignon, 9 de Melo and Suwa, 1991; Morrisson, 1991; Decaluwé and al. 1999) . However, since the distribution of intragroup income is presumed unchanged following the shocks, it is not possible to evaluate the change of intragroup inequality. Measures of poverty which are sensitive to income distribution among the poor would therefore be biased if the distribution of income among the poor were to change substantially. In order to overcome this limitation, we carry out microsimulations by replacing the representative household with households directly from surveys (Cockburn, 2001; Cogneau and Robilliard, 2001; Bourguignon, Robillard and Robinson, 2002 ).
The CGE model is a useful tool when: (i) there are interactions between sectors; (ii) feedback effects are observed; (iii) shocks are transmitted via markets and prices; (iv) there are substantial household transfers; and (v) redistribution of income has occurred.
The methodology used in this study is based on calculable general equilibrium modeling. This type of modeling requires construction of a social accounting matrix (SAM) which is suitable for our subject of interest. This is the reason that we will present the method of constructing the SAM before we move on to develop the characteristics of the model.
a. The social accounting matrix
The social accounting matrix is put together using information from the national accounts (specifically, the input-output table) and surveys on household income and spending. It shows the flows within an economic system over the course of a period. property. We should note that we also used data from the 2006 CWIQ survey to adjust for the households' mixed sources of income. As per Fofana (2006) , mixed income was attributed to independent labour and capital by sector. Information about the breakdown of workers by level of qualification and sector of activity was then collected in order to determine an implicit price for informal labour. An average implicit wage was calculated in each sector by dividing total wages paid to formal labour in the sector by the number of formal labourers in the sector. The number of informal workers can then be multiplied by the implicit average wage, allowing us to better account for remuneration to independent labour.
As for current household expenditures, this includes private consumption, direct taxes and transfers. Household consumption was calculated using data from the CWIQ, using each household category's share of spending on each type of product.
Production is divided into 40 sectors in the 2000 resource-usage table. In order to construct our SAM, we aggregate the tertiary sector. The primary sector is decomposed into five subsectors. The secondary sector includes 19 subsectors. The services sector includes market services (14 subsectors) and non market sectors.
The matrix of production activities is evaluated at factor cost, whereas the one for the accounts of the related products is expressed at the market price, net of taxes and subsidies. This data is all taken from the resource-usage table.
Factor payments consist of salaries and gross operating surplus. These data are available for each sector in the resource-usage table (2000) . Data from the CWIQ were also used to determine capital income attributed to each group of households. Income The residual account ensures equilibrium on the accounts for each product. The internal consistency of the system is thus assured if the sum of investments is equal to the sum of savings across all institutions. The model is presented here in 6 blocks: production, income and savings, demand, prices, foreign trade and equilibrium conditions.
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Modeling the Togolese economy
The production of public services is accomplished by combining workers LDntr and intermediary consumption CI. Market production combines four production factors (formal and informal labour, capital K and intermediary consumption CI) to achieve an output XS for domestic sales D and exports EX. The total supply of composite product Q includes both domestic goods D and imports M. This supply is used for firms' intermediary consumption (DIT), final household consumption C, public expenditures G 
Production and factors
We adopt the standard procedure in CGE models which consists of two assumptions about the production process. These are: 1) the assumption of CES substitutability between production factors to determine the value added and 2) the assumption of perfect complementarity à la Leontief between intermediate inputs and value added.
This juxtaposition of different specifications in the production process involves nesting the production at various levels. Resolution of producers' optimization problems determines total value added and the amount of each factor used. Qualified and unqualified labour are presumed mobile between sectors. Capital, however, is presumed immobile in each sector. Production in each sector is modeled in two stages. It is first represented with a Leontief function for intermediary consumption and value added.
Then, value added is determined via a constant elasticity of substitution (CES) function between qualified labour, unqualified labour and capital.
Taxes, income and savings
Taxes include indirect taxes on imports and domestic sales of market goods, as well as direct taxes on household and firm revenues. Household income is made up of remuneration to qualified and unqualified labour and capital in various sectors, in addition to transfers received from the government, the rest of the world and firms (in the form of dividends). Households pay direct and indirect taxes, saving a fixed proportion of their income. They choose their consumption basket by maximizing their Cobb-Douglas utility function. Firms' income is simply returns to capital from their activities. Their savings is their gross revenue minus taxes paid and dividends paid out to households and foreign agents. Government expenditures are fixed in real terms whereas its income varies with the level of economic activity, trade and changes in tax rates. Its income comes from production taxes, customs tariffs, taxes on households and firms, and transfers from the rest of the world. The state spends its budget on the purchase of 14 various goods and services, transfers to households and transfers to the rest of the world. Government savings is the difference between its income and the sum of its expenditures and transfers to the rest of the world. The nominal exchange rate is presumed fixed. Private savings can be used to finance a deficit.
Demand
Goods produced by the non market sector are not traded and thus the total supply for each sector is equal to its gross production. Goods produced in the market sector, however, compete with imports. The supply of composite goods in each of these sectors is a CES combination of imports and domestically produced products. Aggregate demand for each of these traded goods is composed of final household consumption expenditures, intermediate consumption and investment.
Prices
The small country hypothesis means that world import and export prices are exogenous; the price of each good is equal to its domestic market price. This price is equal to the local price plus the indirect tax. The consumption price is determined so as to ensure equilibrium between supply and demand. For sectors which participate in international markets, this price is that of a composite good which includes imports and domestic production. It is determined as a function of local prices including taxes, and prices of imported products plus customs tariffs and indirect taxes. Producer prices for tradable goods are equal to the ratio between the sum of domestic and export supplies, and the volume of production. For non tradable goods, the producer price is equal to the ratio between domestic supply and production. The price of investment is the geometric average of the price index of composite goods; the weighting coefficient being the share of each good in total investment. The price index is a weighted average of prices according to the value added of products.
International trade
Two hypotheses are the basis of how external trade is addressed: the small country hypothesis and the Armington assumption (1969) . The first implies that the country is a price taker on international markets, i.e., that the weight of its economy is not large enough for its economic agents to influence world prices. This means that import and export prices are determined on the world market such that these are exogenous variables over which the country's economic agents have absolutely no control.
International prices for products are denominated in the national currency using the nominal exchange rate for the conversion. Use of the Armington assumption means that imports are imperfect substitutes for domestic production. The product demanded on the domestic market is thus a composite good which includes domestic and imported goods.
The demands for imported and domestic goods are derived using a constant and finite elasticity of substitution function (CES). In equilibrium, the arbitrage relation between import demand and local products depends on their relative prices. Exports are similarly treated as imperfect substitutes for domestic products. Domestic producers thus allocate production between the domestic market and exports. This is captured on the supply side using a constant elasticity of transformation (CET) function.
The current balance, which corresponds with foreign savings (in currency), is equal to the monetary value of firms' imports and transfers to or from the rest of the world (in the form of capital remuneration and dividends), transfers to the government net of total exports and transfers from the rest of the world (transfers received by the government and households).
Macroeconomic closure
The equilibrium conditions characterizing the model are as follow. Firstly, in the goods and services market, prices adjust to ensure equilibrium between supply and demand.
The total supply of the composite product is equal to the sum of intermediary demands, final household consumption and investment. Secondly, public expenditures are used to produce non market public services and public transfers to other agents. The third equilibrium condition is on the labour market, accounting for unemployment. The final condition is that of macroeconomic equilibrium, with total investment being equal to the sum of savings for domestic agents and the rest of the world. For the savings-16 investment equilibrium, total investment is exogenous and government savings is adjusted to ensure equilibrium.
Model calibration
In order to calibrate the model, appropriate parameters must be chosen. This includes, among others, the elasticities of transformation, the elasticities of substitution and parameters for foreign trade. Some of these elasticities have not been estimated for Togo, so the study makes use of various sources such as the GTAP database for countries in Sub Saharan Africa and CGE studies mentioned in the literature review on ECOWAS including: Dorosch (1996), Patry (2001), Dissou (2002) , and Decaluwé, Dissou and Robichaud (2004) . The present study uses the substitution elasticities (CES functions) and transformation elasticities (CET functions) specified for various goods and services production sectors found in Decaluwé, Dissou and Robichaud (2004, p.331) . This preference is due to the fact that the elasticities have already been used for calculable general equilibrium modeling on ECOWAS countries including Togo. Finally, relative prices (specifically, world import and export prices), the exchange rate, the wage rate and the price of capital are set at 1 in the year 2000, which serves as the base year. The numeraire for all of these prices is the price index. All remaining parameters, notably the scale parameters for the CES and CET functions, the substitution parameters (for the CES functions) and the CES and CET share parameters, are calibrated using data from the SAM.
Once the standard EXTER model has been constructed and executed, and the benchmark data has been established using the SAM, we can then use the constructed model to carry out a simulation of the effects of a shock on the agricultural sector on the distribution of household income.
Descriptive analysis of the Togolese economy: the SAM
The data required for the model comes from the SAM which was constructed for the purposes of this study. The data for each agent's account includes production, gross value added, wages paid (with a distinction between reported and unreported workers, the second of which are mostly unqualified workers), intersectoral trade, accumulation, external trade, taxes and the gross operating surplus.
Using data from the SAM for Togo, a number of macroeconomic indicators are analyzed to help understand the structure of the Togolese economy. The principal indicators are:
the value added rate, factor intensity, the sectoral breakdown of production, intersectoral trade, the share of taxes in the difference between flows at factor costs and flows at market prices, and the share of imports in total supply of goods and services.
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• Production activities
The shares of total value added for each sector indicate that food crops contribute more than 20 percent to the total of value added in the economy ( On the other side of the spectrum we find tobacco manufacturing, grain and starch products, metallurgical equipment manufacturing, and slaughtering and processing of meat and fish as sectors with a fairly low value added rate.
An analysis of the share of gross value added paid to informal and formal labour in each sector indicates that 48 percent of value added is used to pay informal labour as opposed to 14 percent for formal labour (table A2, annex 1). Using an implicit wage rate to account for independent labour by informal workers, the SAM shows that subsistence agriculture pays out more than 67 percent of its value added as wages to informal labour, as opposed to just 0.02 percent for formal labour. This is due to the fact that Togolese agriculture is generally traditional agriculture carried out on small scale family farms. However, aside from "equipment manufacturing", the service sectors (education, repairs, transportation and communication services) use informal labour quite intensively. Public administration is the sector which uses formal labour most heavily, accounting for more than 46 percent of labour employed in the formal sector. This public administration, which only uses formal labour, pays out more than three quarters of its value added as wages. Formal labour is also heavily used in other sectors, namely financial activities, and post and telecommunications.
Using data on intermediary trade, we see that the commerce sector supplies nearly a quarter of intermediate goods used in the economy ( Looking at the breakdown of products across all sectors, we see that 41.5 percent of production flows to households in the form of consumption goods (table A1 annex 1), while intermediary goods sold to other sectors are 51 percent of production.
Accumulation only amount to 8 percent of production. In the specific case of food crops, 64 percent of its production ends up being sold as final consumption products.
An analysis of the supply of products on the domestic market shows that some goods almost entirely come from imports (table A1, annex 1). This is the case for sectors such as chemical products and manufacturing of machines and materials. Primary sector products, however, are almost entirely supplied by domestic production. Similarly, a large number of manufactured products available on the domestic market are produced internally, with these products holding more than 50 percent of the market.
The total share of taxes in the market price varies from one sector to another. Products from the primary sector are not taxed while those from the secondary and tertiary sectors face relatively high taxes. These tax rates vary between 13 and 73 percent. The taxes collected per the VAT are the greatest of these.
External trade
The chemical products sector is Togo's main importing sector, with more than half of total imports. This weight is explained by the preponderance of petroleum products in this sector. It should be noted that, for goods produced in the primary sector, the small amount of imports can be explained by the large amount of informal cross-border trade of these goods. As for total exports of goods and services, they are dominated by petroleum products (14.9 percent), textiles manufacturing (12.9 percent) and 20 phosphates (12.3 percent). Looking at agricultural products we see that cash crops account for 4.3 percent of total exports.
• Income and expenditures households is negative, amounting to a situation of strong dissavings, whereas urban households save 18.9 percent of their income. This situation can be explained by the fact that implicit rents were included in household expenditures, which had the effect of 21 increasing the level of spending attributed to real estate for rural households. It should also be noted that the amount of savings was determined as the difference between total income and spending, given that investment was presumed fixed in our model. 
• Public Income
Public finances show all public income generated and expenditures made by the state. Table 3 shows that indirect taxes are the most important share of public income. 
Simulation of a 10 percent increase in capital in agriculture
Among the priority areas for intervention to promote economic growth in Togo, a prominent place is given to agricultural investments (Interim PRSP). The goal of these investments is to improve productivity in the sector, primarily by increasing the volume of investment in general and in particular by supplying fertilizer. In effect, the government recognizes the importance of agricultural inputs to the point that this has been made the •
Macroeconomic effects
The 10 In effect, the 10 percent increase in the endowment of capital increases the volume of value added in the food crop and cash crop sectors, respectively by 1.5 percent and 3.6 percent (Annex 1). Production in these sectors increases by the same proportions, while the decline in agricultural prices reduces imports and increases exports of these products (table 4) . The decline in agricultural prices lowers the overall price level (by 1.4 percent) and improves the price-competitivity of the Togolese economy. Exports therefore increase by 1.4 percent while imports remain stagnant. The price decline also benefits final consumption, which increases by 0.6 percent. The increase in net exports and final consumption leads to a 0.8 percent increase in GDP at constant prices. 
• Effects on production
Capital being specific to each sector, the exogenous increase in the capital endowment in these two subsectors of the primary sector leads to a decrease in returns to capital in each of the two sectors. The decreases in the rates of return were 12.9 percent for food crops and 18.3 percent for cash crops (Annex 2). Substitution of formal and informal labour for capital ensues, leading to a decline in the demand for formal and informal labour used to cultivate both food and cash crops. While fixed capital cannot move between sectors, labour is mobile, allowing it to move from the agricultural sector to non agricultural sectors. Moreover, the decline in agricultural prices improves the price competitivity of agricultural goods. This explains the increase in exports, respectively by 3.7 and 9.3 percent for food and cash crop products. 
Effect on other agricultural sectors
Among the other sectors affected by the shock, the livestock and hunting sector benefitted the most in terms of value added and production. This required a 1.0 increase in the amount of informal labour demanded in this sector. Moreover, exports in this sector being nil, the entire rise in production increases the availability of these products and decreases imports in this sector by 0.6 percent. This leads to a 0.5 percent decrease in the relative price of goods in the sector, resulting in the observed 0.3 percent increase in demand.
Effect on agroindustry
Agroindustrial sectors are the primary destination for food and agroindustrial products.
These industries, particularly fats and oil manufacturing, grain processing, other food product manufacturing, and beverages and tobacco manufacturing, use these commodities for between 32 and 98 percent of their intermediate inputs. The production increases seen in the food and cash crop sectors have a positive effect on production in agroindustrial sectors, notably for fats and oils manufacturing (1.3 percent), grain processing (1.2 percent) and manufacturing of food products (1.5 percent). The effect of these respective increases in production was an increase in demand for formal and informal labour in the affected sectors. As such, the 3.9 and 2.6 percent increases in demand for formal and informal labour in the grain production sector were relatively higher than in the other food sectors. The decline in domestic prices due to the increase in production brought about an increase in final consumption of agroindustrial goods.
The decline in prices also improved the price competitiveness of these products, in turn leading to an increase in exports. The decline in domestic prices due to the increase in production resulted in an increase in final consumption of agroindustrial products. The decline in prices also improved the price competitivity of these products which in turn led to export growth. This growth was most significant for three sectors: fats and oils manufacturing (2.3 percent), grain production (2.5 percent) and other food products manufacturing (1.8 percent). Domestic supply being on the rise, imports of goods in these sectors fell by between 0.6 and 3.0 percent.
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Effects on other sectors and market services
The 10 percent growth in agricultural capital had positive effects on production in other industries. The most significant effect was found in the textiles manufacturing sector, where cash crops accounted for 53.3 percent of inputs. Production in this sector grew by 2.9 percent. This increase in this sector's production, and thus its value added, led to increases in the demand for qualified and unqualified labour, respectively by 8.6 and 7.2 percent. Export prices and domestic prices having both fallen (respectively by 2.1 and 2.2 percent), the volume of domestic and export sales respectively increased by 2.7 and 3.2 percent. The increases in value added in other industrial sectors were relatively weak, ranging between 0.2 and 0.7 percent. As for market services, only the commerce (1.0 percent), transportation and communications (0.5 percent), and business services (0.8 percent) sectors saw an increase in their value added and production.
• Effect on household income
While the increase in the endowment of capital in the agricultural sectors (food and cash crops) has the effect of decreasing returns to capital in these sectors, capital in other agricultural sectors and some industrial and service sectors became relatively more scarce, with the effect of increasing returns to capital in those sectors. Returns to capital across the economy declined by 3.6 percent due to increasing scarcity of capital.
Similarly, the wage rates for informal and formal labour respectively declined by 0.6 percent and 1.9 percent. These variations in the wage rates and returns to capital had an impact on nominal household income. Wages being the principal component of income for both rural and urban households (respectively 49 and 52 percent for informal labour, for example), the declines in the wage rates and returns to capital have the effect of reducing nominal income by 1.1 percent for both rural and urban households. A small decline in the savings rate due to falling domestic prices, 3 however, means that the actual decline in disposable household income is about 0.9 percent (table 5). The decline in disposable household income looks to be much smaller than the fall in prices for agricultural goods (3.6 and 9.8 respectively for food and cash crop production).
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Consumption expenditures on these two goods respectively amount to 24.0 and 17.0 percent of urban and rural household's total consumption spending. We can therefore see that the income effect was dominated by the price effect, given the significant declines in prices of agricultural goods. The overall effect on households' purchasing power and welfare is therefore positive, particularly for urban households (table 6) . 
Simulation of a 10 percent increase in world prices for cash crops
The development of an emergency recovery programme in the coffee/cacao sector, as a part of the PRSP, is evidence of the government's interest in these two products. Coffee and cacao have traditionally formed the third largest export sector behind phosphate and cotton, which appear to have become more interesting for producers. In terms of price incentives for producers, the government intends to improve systems of market information. For the coffee-cacao industry, it is the Coffee-Cocoa Industry Coordinating
Committee which provides biweekly coffee and cacao price information to producers based on world prices. This measure facilitates negotiation between producers and purchasers on the ground. The government's targeted goal is to improve producers' nominal income during periods of higher world prices.
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The choice of a 10 percent increase in prices of cash crops is motivated by the observed trend of increasing fob prices, in the order of 10 percent to 22 percent since 2004. Given the liberalization that has benefitted cash crop, any change in the world prices of these products has a direct impact on producers' prices and thus on production. In general, cash crops are rarely exported in raw form; they undergo a small or large level of transformation before export (for example, cotton), and thus become agroindustrial products according to the nomenclature in the national accounts. The SAM shows that 55 percent of consumption of cash crops are used as inputs (38 percent of which is used by the textiles industry and 17 percent by the fats and oils industry). As a result, it appears probable that any increase in export prices for cash crops leads to a price increase in the textiles manufacturing and fats and oils industries. The present simulation thus considers a simultaneous increase in world prices of cash crops, textiles, and fats and oils.
Macroeconomic effects
An increase in the international price of cash crops, textiles, and fats and oils has different impacts in each sector. These effects on the levels of production and exports are also different for each sector. In effect, the increase in world prices for cash crops, textiles, and fats and oils leads to an improvement in local producers' price incentives thanks to a 7.1 percent increase in the domestic price of exported goods for cash crops, and respectively by 6.4 and 6.2 percent for textiles and fats and oils (table 7) . Together with respective increases of 4.1 percent, 5.1 percent and 5.4 percent in the volumes of cash crops, textiles, and fats and oils, this results in increases in the production of cash crops by 1.7 of 0.3 percent for textiles and 3.0 percent for fats and oils. Given these sectors' shares in total value added (just 4.7 percent for cash crops, 2.4 percent for textiles and 1.8 percent for fats and oils), the increase in their value added has a limited impact on GDP, at just 0.2 percent (table 7) . However, this small variation in value added in the cash crops sector leads to an increase in the demand for formal and informal labour respectively by 2.8 percent and 2.9 percent (Annex 4). The increase in international prices of cash crops creates inflationary pressures in the Togolese economy resulting in reduced price competitivity. Domestic prices thus increase by 2.8 28 percent, lowering exports by 0.9 percent. Maintaining a constant current account balance requires that imports increase by 1.6 percent. 
• Effects on productive sectors
The 10 percent increase in world prices of cash crops does not have a substantial impact on total value added or national income. A sectoral analysis, however, shows that some sectors are substantially affected by the shock. These are essentially the agroindustrial sectors which use cash crops as inputs, so these sectors experience significant changes in their performance. In market services, with the exception of transportation and business services, the effects on value added and production are nearly nil (Annex 3).
Despite the 0.6 percent increase seen in production in food agriculture, we observe that exports decline by 2.1 percent in this sector due to the hit in the price-competitivity of products. The other sectors in the primary sector remain nearly unaffected by the shock in the cash crop sector.
As a whole, other industries saw production declines varying between 0.1 and 0.8 percent, resulting in lower employment of formal and informal labour in these industries.
Value added in market services increased slightly as opposed to the negative variations in value added for industrial sectors.
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The 10 percent increase in world prices of cash crops led to an observed increase in nominal household income, by 3.5 percent for urban households and 3.9 percent for rural households (table 8) . This increase in nominal income can be explained by the increase in wages paid out and returns to capital. In effect, since capital is fixed in the production sectors being considered, the increase in the volumes of formal and informal labour used in these markets leads to an increase in private capital, by 9.1 percent for cash crops, 3.7 percent for fats and oils and 12.1 percent for textiles manufacturing (Annex 4). For the economy as a whole, returns to capital increased by 4 percent. Wage rates also moved upward, by 3.6 percent for formal labour and 3.3 percent for informal labour. The net effect of the change in nominal income and domestic prices is positive.
In other words, the revenue effect is greater than the price effect, implying greater household purchasing power. The resulting positive equivalent variation indicates a similar level of welfare improvement for both rural and urban households (table 9). 
Conclusion
The The descriptive analysis of the 2000 SAM shows that the food crop sector contributes more than 20 percent of total value added, followed by commerce (16 percent), non market services (9 percent), cash crops (5 percent) and transportation and communications (4 percent). For the economy as a whole, 48 percent of value added is used to pay informal labour and 14 percent goes towards wages in the formal sector.
We find that more than 67 percent of value added in the food crop sector is paid to informal labour, far more than the 34 percent registered for cash crops. Given that poverty remains essentially rural, with an incidence of 61 percent opposed to 24 percent in urban areas, it is thus reasonable for the government to make improvements in productivity, and the creation and distribution of wealth in rural areas a national priority.
The first situation dealt with a 10 percent increase in the agricultural sector -food and cash crops. The potential effects of this shock are as follows: (i) an increase in value added and production, and a decrease in agricultural prices; (ii) an increase in the price competitivity of the economy and net exports; (iii) an increase in final consumption; (iv) an expansion in GDP; (v) an increase in real wages for informal labour, which is heavily used in the agricultural sector, and a reduction in real wages in the formal sector; (vi) improved real income and household welfare. As such, this analysis confirms that an 31 increase in investments in agriculture, particularly for food crops, may improve the distribution of income and welfare in rural areas.
The second simulation involved a 10 percent increase in the export prices of cash crops, textiles, and fats and oils. With a low export rate for fats and oils (7.9 percent), and cash crops (18.0 percent), and a high export rate for textiles (52.9 percent), together with relatively low contributions to total value added (respectively of 4.7, 2.4 and 1.8 percent)
and total exports (respectively 4.1, 1.6 and 12.5 percent), the macroeconomic and sectoral effects of this shock is relatively modest. GDP, real factor remuneration and real income underwent non negligible increases. This explains the improvements in welfare for both rural and urban households.
These macroeconomic effects are nearly nil due to the structure of the Togolese economy in 2000, such as the modest export rate and low contribution to GDP for cash crops. The distributive effects are nevertheless important: benefits accrue to producers of cash crops, textiles, and fats and oils, sectors which enjoyed higher international prices, and are unfavourable to most other economic sectors, particular those which are export-oriented.
Finally, the change in welfare resulting from the 10 percent increase in international prices of cash crop products is about twice as large as the effect of agricultural investments simulated in this study. These results emphasize the importance of foreign agricultural markets when considering poverty reduction policies in Togo. 
